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FEDERAL ELECTION COMMISSION
Recommended changes in federal election laws were sent to the Congress for
consideration by the Federal Election Commission. In a letter to the Presi­
dent, Speaker of the House and President of the Senate, FEC Chairman Frank 
P. Reiche said, ”a primary value of the recommendations is an opportunity to 
acquaint Congress and the public with difficulties that have been encountered." 
Some of the recommendations are as follows: circumscribe the use of volunteer 
professional services when they are donated solely for fundraising purposes 
rather than for actual campaigning; remove the one year limit on corporate 
approval of solicitations by trade associations; and, clarify the Commission's 
statutory role in determination of insolvency and liquidation of insolvent 
political committees. Chairman Reiche further added, "the Commission was less 
concerned about finding perfect solutions than with defining problems and 
identifying possible solutions." For additional information contact Fred Eiland 
at 202/523-4065.
SECURITIES AND EXCHANGE COMMISSION
The Advisory Committee on Shareholder Communications has recommended that the
Commission, corporations, securities firms and banks take a series of steps
to improve the ability of companies to communicate with stockholders whose
shares are registered in the name of a "nominee." The Committee, since its 
establishment in April 1981, has been examining problems associated with the 
practice of registering stock in the name of a "nominee," such as a broker- 
dealer or bank, and on 6/10/82, released its report "Improving Communications 
Between Issuers and Beneficial Owners of Nominee Held Securities." In their 
solicitation for comments, the Committee found that at least 50 percent of 
responding companies' securities are held by nominees. The report predicted 
there would continue to be a "substantial growth" in the use of nominees during 
the 1980s. Further, it said that "present trends will assure the immobiliza­
tion of most stock certificates." The report noted,"The Committee believes 
that adoption of its 29 recommendations should enhance public confidence in 
this evolving system by improving corporate-shareholder communication process." 
For additional information contact Kelly Kuwayama at 202/272-2450.
Commission opposition to legislative initiatives to amend the Public Utility
Holding Company Act of 1935 were presented by Chairman John S.R. Shad and
Commissioner Bevis Longstreth at a 6/8/82 hearing by the Senate Banking Sub- 
commitee on Securities. Mr. Longstreth noted the proposals, S. 1869, S. 1870 
and S. 1871 would "leave the Act's regulatory structure nominally in place 
while eroding its effective reach, either through questionable distinctions 
between industry segments or through selective curtailment of the Commission's 
existing powers. In short, they would leave the Commission with the appearance 
of responsibility, without the authority to discharge it." S. 1870 and S. 1871 
would alter the 1935 Act to benefit gas utility companies and the approximately 
90 utility companies that are conditionally exempt from the Act, according to 
the Commissioner. Industry supported S. 1869 increases the limitation of Com­
mission regulation, and comes close to a de facto repeal of the statute. The 
measure would eliminate the requirement of advance Commission review of acquisi­
tions of non-utility concerns by a registered holding company and the require­
ment of advance Commission approval of most types of financing. Mr. Longstreth's 
closing statement noted, "the Commission believes that repeal of the 1935 Act 
is appropriate at this time and that repeal, in contrast to amendment, would 
represent the most effective and responsible legislative response to the 
issues being addressed." Chairman Shad indicated that the Act had "accomplished 
its basic purpose," and the Commission has unanimously recommended that Congress 
repeal the Act.
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TREASURY, DEPARTMENT OF
A bill to block the implementation of proposed Treasury regulations regarding IRC
Section 385 was introduced on 6/8/82, by Sen. John Chafee (R-RI). The bill,
S. 2610, was introduced with the bi-partisan support of 16 co-sponsors. In 
his introductory remarks, Sen. Chafee said, "If Congress takes no action, 
these regulations defining corporate debt and equity shall take effect on July 
1, 1982, and as currently drafted, will sharply curb the flow of capital to 
small and growing American businesses." The bill would block implementation of 
the current proposal and direct the Secretary of the Treasury to take into 
account relevant legislative history if new regulations under section 385 are 
promulgated.
In a closely related action, it was reported by a Washington source that 
the Treasury Department plans to back away from pressing for implementation 
of the controversial section 385 regulations scheduled for 7/1/82. One of the 
changes reportedly being considered by Treasury to ease the concerns of small 
business is a safe harbor provision setting a level under which the debt/equity 
regulations would not apply. Levels of debt of $200,000 or $250,000 have been 
suggested as possible ceilings for the safe harbor.
Support for certain provisions in S. 2479, the "Section 6166 Technical Revision
Act of 1982," was expressed by Mr. Stanley H. Breitbard, Chairman, AICPA 
Estate Planning Subcommittee in testimony before the Senate Finance Committee's 
Estate and Gift Taxation Subcommittee, in Washington, D.C., on 5/27/82. Mr. 
Breitbard stated that Code Section 6166 was vitally important in protecting 
closely-held businesses against forced sales to pay estate taxes, but also 
expressed his view that there are a number of technical deficiencies in 
the section that could be corrected bo make its operation fairer and simpler.
S. 2479, according to Breitbard, addresses some of these issues, but does 
not go far enough. His testimony addressed various section of the bill, ex­
pressing support of the amendment that would allow indirect as well as direct 
ownership of a business to qualify for Section 6166 treatment; support of the 
amendment that permits indebtedness to qualify for deferral benefits; and, 
support for the two amendments concerning acceleration. He also recommended 
some additional changes in the definition of an interest in a closely-held 
business, and proposed a provision be added to the bill which would base the 
4 percent portion of the net estate tax on the ratio of the interest in the 
closely-held business (up to the current $1 million limit) to the adjusted 
gross estate. In closing, Mr. Breitbard supported that provision in S. 2479 
which gives the Tax Court the power to make declaratory judgments, noting that 
current law does not allow such an opportunity in disputes involving Section 
6166.
SPECIAL: SEN. DANFORTH INTRODUCES MEASURE ON COMPLETED CONTRACT ACCOUNTING
A measure designed to allow completed contract accounting for long-term con­
tracts was introduced on 6/10/82, by Sen. John Danforth (R-MO) . The bill,
S. 2622, was introduced as an alternative to proposals advocated by the 
Reagan administration to eliminate use of the completed contract method.
The legislation establishes standards and instructs the Treasury Secretary 
to issue regulations designed to end abuses, such as the aggregation of con­
tracts in order to further delay tax payments. These standards include 
severing a single agreement "if there is no adequate business purpose" for 
such an agreement, and aggregating several agreements when no business pur­
pose exists for treating the subjects as more than one contract. Addition­
ally, the measure details when a contract should be considered complete and 
codifies current rules with respect to determining what costs are allocable 
to a long-term contract when the completed contract method is utilized.
The effective date of the legislation is 12/31/83. However, Sen. Danforth 
has provided transition rules for contracts entered into on or before that 
date.
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SPECIAL: FCPA OVERSIGHT HEARING HELD BY REP. WIRTH
Business representatives unanimously agreed that the Foreign Corrupt Practices
Act of 1977 (FCPA) should be amended in testimony before the Subcommittee
on Telecommunications, Consumer Protection and Finance, Energy and Commerce
Committee in Washington, D.C., on 6/8/82. This was the fourth FCPA over­
sight hearing conducted by Subcommittee Chairman Rep. Timothy E. Wirth (D-CO) 
who stated his belief that it would be the most important hearing thus far, 
taking time to be critical of prior administration witnesses, who Wirth stated 
wanted to blame balance of payments deficits and export declines on the FCPA, 
while neglecting the impact of increases in the price of oil and high U.S. 
interest rates. Business representatives, representing both large and small 
companies, all agreed that the Congress should adopt S. 708, a bill to amend 
the FCPA, which was passed by the Senate on 11/30/81. Rep. Wirth seemed to 
agree that the current Act may contain some ambiquities, as the witnesses 
testified, but he insisted that his subcommittee was committed to drafting a 
bill which would preclude having to address this same issue in the future.
Rep. Wirth then proceeded to discuss various sections of the Senate bill,
S. 708, and was critical of replacing the "reason to know" standard in the 
FCPA with "course of conduct" in S. 708. "Reason to know" is clearly defined 
in at least 20 federal statutes, according to Wirth, while "course of conduct" 
is not. No further hearings have been scheduled at this time.
For additional information, please contact Jim Kovakas, Gina Rosasco, 
Nick Nichols or Kathee Baker at 202/872-8190.
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